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FOREWORD 

In 1957, the Giannini Foundation was requested by a committee represent~ 
ing producers, service agencies, and others in the California cotton industry 
to appraise the supply and demand situation for cotton. Research findings 
will be presented in three reports: The first, "Economics of California 
Cotton Production," by T. R. Hedges deals with the production aspects in 
the State; the second, "Major Developments in Foreign Cotton Consumption, 
Production and Trade," by H. R. Woltman describes changing conditions 
abroad that vitally affect domestic prices and utilization; and the present 


report outlines the major economic factors that affect the demand for cotton. 
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SUMMARY 

The major economic factors affecting the demand for cotton are appraised 
both for the domestic and foreign market. Another component of the demand for 
cotton, namely,noncommercial stocks, is closely related to the particular price 
support legislation in effect. The government is prepared to extend loans to 
farmers complying with certain restrictions as to quality, acreage, etc. 

Thus, the loan rate has tended to establish a floor to cotton prices. Stocks 
have accumulated during various periods since the 1930's. High levels of cotton 
stocks are the concrete evidence of maladjustment in the industry, as are the 
complex disposal programs introduced by the government to reduce these stock 
holdings. More fundamental, however, are trends within the domestic and 

foreign markets for the cotton. 

The domestic demand for all fibers tends to be inelastic with respect to 
price; that is, a proportionate decrease in prices of all fibers tends to be 
associated with less than proportionate increase in mill consumption of all 
fibers. Probably the market for cotton is appraised most realistically by 
considering specific end uses rather than aggregate consumption trends. Price 
is an important factor affecting the substitution between cotton and rayon, 
for example, in certain end uses. Competition between cotton and the noncellu- 
losic fibers, such as nylon, does not depend on price to the same extent but 
rather on the unique characteristics of these fibers. Added competition for 
cotton and other fibers comes from nonfibers such as paper in bags and plastics 
in electrical insulation. Important factors shifting the demand for fibers 
include the level of population and its age composition and levels of income. 

The level of exports of United States upland cotton depends on various 
demand and supply conditions abroad and on the U. S. price policy and export 


financing arrangements. As to foreign demand, income levels and population 
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growth have increased the total fiber consumption abroad. However, production 
of cotton in foreign countries and the sharp increases in production of 
synthetic fibers have decreased the importance of U. S. cotton in world fiber 
consumption. Dollar shortages also have restricted the free exports of cotton, 
and financing arrangements included in the Mutual Security Act, the Public 

Law 480, and Export-Import Bank loans have had a large part in the post-World 
War II trade. The sale for export of CCC stocks at prices 6-7 cents below the 
domestic market since January 1956 has tended to increase the levels of exports 
of cotton. 

In addition to these changes in the domestic and foreign demand structure, 
the technology of cotton production has changed rapidly in recent years. Thus, 
there are important adjustments that the industry must make if cotton is to 
retain domestic and foreign markets without excessive government assistance. 

A recent U. S. Department of Agriculture report to Congress outlines several 
alternative price support programs. Even with markedly lower support levels, 
this report indicates the necessity for acreage controls. One alternative 
outlined in the U. S. Department of Agriculture report considers the introduction 
of an efficiency modifier that would tend to reflect changes in production 
technology that have occurred in recent years. It would appear that if cotton 

is to retain its present share of the market, the industry must improve the 
quality of the product and have a realistic price policy for both domestic 


and foreign markets. 
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A REVIEW OF ECONOMIC FACTORS AFFECTING THE DEMAND FOR COTTON 


by 
Gordon A. Kingl/ 


INTRODUCT ION 
Technological developments have affected both the production of cotton 
and the domestic and export demands for cotton. Important factors that have 
affected production include (a) innovations in harvesting equipment, improved 
use of insecticides, pesticides, fertilizer, and the introduction of improved 
varieties of cotton; and (b) the location of production. A shift has taken 
place to the high-yielding irrigated areas of the West and a reduction in 


the relative importance of acreage and production in the Southeast has occurred. 


L/ Lecturer in Agricultural Economics and Assistant Agricultural Economist 
in the Experiment Station and on the Giannini Foundation, University of California, 
Davis, California. 
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The domestic demand for cotton has been adversely affected by technological 





developments in the production and utilization of synthetic fibers and other 

substitute goods. These items compete strongly for fiber end uses formerly 

held by cotton. Price competition undoubtedly is an important factor influenc- 

ing fiber purchases by mills, especially between such fibers as cotton and 

rayon; however, the competition between cotton and nylon and other noncellulosics 

may depend to a greater extent on the particular characteristics of the fibers.1/ 
The foreign market for United States cotton has been affected by the 

production of synthetic fibers abroad, the increased production of cotton abroad, 

and a world market characterized by governmental regulation. United States cotton 

exports--as for other major export crops=--in the post-World War II period have 

been supported by foreign aid programs and financing arrangements for dollar-short 

countries. Since January 1956, the Commodity Credit Corporation has offered 

stocks of cotton for export at prices comparable to those for foreign growths. 
Recent changes in the support program for cotton include the change from 

the "old" to "new" parity formula as of January 1956 for calculation of support 

prices, and the introduction of "flexible" support levels for the 1956 crop 

(82.5 percent of parity), the 1957 crop (78 percent of parity), and the 1958 

crop (81 percent of parity). The export sale of coc% tocks at competitive 

prices during the 1956-57 and 1957-58 seasons has introduced one type of two- 

price support system. Payments also have been made for exports of cotton products 

to compensate the domestic industry for cheaper cotton sold to foreign mills 

under the cotton export program. 


1/ See: Horne, M. K., Jr., Frank A. McCord, and George Townsend, Price 


and the Future of United States Cotton, (Memphis: 1955) (National Cotton 
Council of America), 58p. 


2/ CCC as used in this article refers to the Commodity Credit Corporation. 
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Acreage allotments for the 1954 and subsequent crop years have sharply 
reduced the national acreage of upland cotton. For the past three seasons 
additional land has been taken out of production and placed in the Soil Bank 
Acreage Reserve Program (approximately one million acres in 1956, three million 
acres in 1957 and five million acres in 1958). Acreage under cultivation, 

July 1, 1958, equaled about 12.4 million acres, as compared with 25 million 

acres in 1953, and 28 million acres in 1951, the post-World War II peak year 
during the Korean War period. The magnitude of production adjustments by 

cotton farmers is highlighted in these acreage data. The adjustments, by regions, 
depend on the alternative farm production possibilities as well as of f-farm 
employment opportunities which vary among regions. Thus, absolute cost advantages 
may not be the most important aspect of regional supply response, and attention 
must be centered on the relative profitability of alternative production 
possibilities, Without a comprehensive analysis of interregional competition 
among cotton producing areas it is not possible to indicate the effects of 

lower price supports, or other price programs, on a particular region. The 
present acreage allotment program tends to retain acreage in the present areas, 
although the relative production by area is influenced by the potential increase 
in yield per acre. As to the national acreage level, acreage allotments will 

be influenced by the level of demand for domestic and export uses. 

The demand structure for cotton consists of (1) domestic mill demand; 

(2) export demands; (3) commercial stock demand; and (4) government stock demand. 
Under present support operations, the government stands prepared to purchase 
cotton at specified support levels, and thus tends to set a lower limit for 
prices. The quantities moving into domestic, foreign, and commercial stocks 
are influenced by complex faces that determine the demand for U. S. cotton. 


This report reviews the major economic factors that affect the demand for 
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U. S. cotton. Quantification of these relationships is not attempted in this 
research. Rather, important trends and developments are outlined to stress 
the impact of synthetic fibers on cotton consumption. Also, the effect of 


price support legislation on domestic and foreign markets is indicated. 


SUPPLY AND DISTRIBUTION OF U. S. COTTON. 

Production of cotton for the 1957 season was estimated at 10.9 million 
bales (500 pounds gross weight containing about 480 net pounds of lint). This 
is about 2.4 million bales less than in 1956; 3,8 million bales less than in 
1955; and 5.6 million bales less than the peak production of 16.5 million bales 
for the 1953 season. Yields per acre have shown a sharp upward trend in recent 
years, due to better over-all cultural practices and technological advances 
and shifts in acreage to the high-yielding irrigated areas of the West. 

Yields in California, Arizona, and New Mexico are markedly higher than 
in the other three major areas. Yields in these areas for the 1957 crop 
are as follows: West, 974 pounds per harvested acre; Southwest, 290 pounds; 
Delta, 392 pounds; Southeast, 334 pounds; and the United States average, 388 
pounds. The California lint yield for the 1957 crop was 1,035 pounds per 
harvested acre, second only to the Arizona yield of 1,037 pounds. 

Acreage in California, Arizona and New Mexico reached a peak in 1952, 
with 2.4 million acres in cultivation on July 1. Acreage in cultivation on 
July 1, 1957 was 1.3 million acres, or a dctsanes of 1.1 million acres, 
Acreage allotments were voted for the 1954 and subsequent crops. A further 
reduction of acreage in cultivation resulted from the acreage reserve program 
for the 1956, 1957 and 1958 crops. For 1956, the national acreage allotment 


for upland cotton was 17.4 million bales, and 1.1 million acres were placed 
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under the reserve program. For 1957, 3.0 million acres of the acreage 
allotment of 17.6 million acres were placed under the acreage reserve program 
and in 1958, 4.9 million acres of an acreage allotment of 17.6 million acres. 
‘In the Southeast, 28 percent of the 1957 acreage allotments was placed under 
the program, whereas in the West the level was 10 percent (similar data for 
other areas are: Southwest, 16 percent, and the Delta, 14 percent). 

Net Imports of cotton during 1950-1954 average 148 thousand bales of which 
98 thousand bales were extra-long staple cotton, imported mainly from Egypt and 
Peru. Imports of shorter staple lengths mainly originate in India, Pakistan 
and Mexico. 

Total Supplies of cotton have varied considerably in the post-World War II 
period due to changes in production and in stocks. The Commodity Credit 
Corporation piled up stocks from the 1952 and subsequent crops. However, the 
occ "export program during the 1956 season aided in reducing stocks. Total 
stocks as of August 1, 1957 were 11.3 million bites; or greater than estimated 
production of 10.9 million running bales. The carry-over on August 1, 1958 
is estimated at 8.7 million bales. 

Mill Consumption of cotton in the United States averaged/8.8 million bales 
in 1953-1956 as compared with 6.9 million bales in 1935-1939. High levels of 
mill consumption for military and civilian use were attained during the periods 
of World War II and the Korean War. Mill consumption in recent years has not 
reflected the upward trend in population and consumer income. It dropped to 
an estimated 8.0 million bales in 1957-58, partly due to the recession. An 
important factor affecting the demand for cotton includes the increased importance 
of synthetic fibers. Appraisal of factors affecting mill consumption of cotton 


is given in a following section of this report. 
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Exports averaged 4.2 million bales during the seasons beginning August l, 
1947-1956. This period was characterized by various foreign aid programs and 
financing arrangements for countries lacking in dollar exchange. This level 
of exports is lower than prior to World War II, when exports averaged 5.3 million 
bales in 1935-1939; 7.2 million bales in 1930-1934; and 8.2 million bales in 
1925-1929. 

Recent exports account for a lower proportion of total utilization than 
in the 1920's but approximately equal the 1935-1939 average. For the 1953-1956 
period, ending stocks accounted for 47 percent, mill consumption 36 percent, 
and exports 17 percent; in 1935-1939, these proportions were 42, 33, and 25 
percent, respectively; and in 1925-1929, ending stocks were 18 percent, mill 
‘consumption 37 percent, and exports 45 percent of total utilization. 

The proportion of the export market held by the United States has declined 
markedly from the high level of 59 percent in 1925-1929 to 34 percent in 1950- 
1954, Considering changes from the 1935-1939 period, the proportionate loss of 
markets is much less (42 percent of world exports in 1935-1939). There have 
been important shifts in the regional pattern of world exports, increases now 
coming from Mexico, Turkey, Syria, and some of the countries of Africa and Asia. 
Important changes also have occurred as to the importing countries, as will be 
discussed more fully. 

Year ending stocks have accounted for a higher proportion of total 
utilization in most seasons since the initiation of support operations in 1933, 
The level of stocks held at mill location has remained relatively more stable 
than that of total stocks. (See Appendix Table 2, page II). These stocks 
reflect, in the main, holdings of working stocks for mill operations, although 
difference between "expected" and "realized" mill demand accounts for certain 


fluctuations. Holdings of "free" stocks in other locations reflect a demand 
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7 
for storage due to uncertainty as to the size of subsequent crops, and other 
reasons. Holdings of the CCC reflect the residual supply. Since 1949, CCC 
holdings have been larger than free stocks, with the notable exceptions of 
stocks on August 1, 1951, 1952, and 1953. On August 1, 1951, CCC=held stocks 
equaled only 79,000 bales due to the strong demand conditions associated with 
the Korean War. However, by August 1, 1956, the level had increased to 9.9 
million bales. On August 1, 1957, this level had decreased to 5.2 million bales, 
due largely to the export price for CCC stocks. On August 1, 1958, CCC stocks, 


excluding cotton, sold for export in 1958-59 totaled 2.8 million bales. . 


COMPARISON OF CALIFORNIA AND OTHER U. S. COTTON 

Direct comparison between California and other cotton areas can be made 
on the basis of published data on the average cotton grade and staple length. 
The grade characteristics include: (1) color; (2) leaf and other trash; and 
(3) preparation, or the degree of smoothness or roughness with which the lint 
is ginned and the relative neppiness or nappiness of the ginned vint.2/ In 
addition to staple length and grade, there are other elements of cotton quality 
for which no standards are established. These factors are referred to as 
"character," and relate to fineness, maturity, tensile strength, length, uniformity, 
spirality, pliability, and cohesiveness of the fibers. Fiber laboratories have 
been used to an increasing scene marketing and research groups to quantify 
some of the desired characteristics of cotton fiber for specified uses. 

One of the unique features of California cotton production is the "One 
Variety Program" first initiated in the 1920's. Currently, almost all cotton 


1/ For a complete description of quality factors of cotton, see: The 
Classification of CaM Cotton Division, Agricultural Marketing Service 
Washington, Rev. 1957) U. S. Department of Agriculture Miscellaneous 
Publication No. 310. 
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produced in the state is the variety California A4-42 Acala. Legislation 
requires all San Joaquin Valley cotton to be of one variety. Uniformity as 

to the staple length and quality control are the important features of this 
program. This cotton is regarded highly for its strength of fibers. Research 
continues in an effort to obtain cotton somewhat less subject to neps than 


the present variety. 


The staple length of California cotton averaged 4 inches for the 1953- 


1957 seasons. Principal other states producing similar length cotton for this 


period are: Mississippi, with an average staple length of 33.1 inches; Arkansas, 


2303 inches; and Arizona, 3368 inches. The United States average staple length 


was 28 inches. The U. S. average has increased from an average of 231 inches 


for the 1926-1932 seasons, to 2282 inches in 1933-1937, “488 inches in 1938-1942, 


32 
and to se:6 inches in 1943-1947, Detailed statistics for the California cotton 


crops of 1954-1956 indicate 86 percent of the cotton was 1-1/16 inches or 
longer.4/ 


As to grade of cotton for total United States crops of 1953-1955, 33 percent 








averaged white, middling, and 29 percent white, strict low middling. During 
these seasons, a higher proportion of cotton graded white middling in Arizona 
(42 percent), Arkansas (41 percent), and Mississippi (39 percent), than was 
true for the California crop (24 percent). The modal grade classification 
for California cotton was white, strict low middling, with an average of 35 
percent of total production in this grade. Comparable percentages for the 
other three states are: Arizona, 28 percent; Arkansas, 28 percent; and 


Mississippi, 29 percent. 


1/ See: Agricultural Marketing Service, Cotton Quality Statistics, United 
States, 1955-56, (Washington: 1957) U. S. Department of Agriculture Statistical 


Bulletin No. 202, 60p., and United States Cotton Quality Report for Ginnings 
1957 Crop, vol. XXX1, No. 9 (Memphis: 1958) Sp. 
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Quantity of California cotton placed under loan, expressed as a percent 
of production, was less than the national average in 8 of the 10 crops from 
1947-1956. For 1948 and 1954, California producers placed a slightly higher 
percentage of production under loans; however, quantities redeemed were large 
in 1954, and the percentage of production in loans outstanding (loans minus 
redemptions) was much lower than the national average. With the exception of 
1948, the percentage of production in loans outstanding for California producers 
has been among the lowest for any state in the country, (see Appendix Table 3, 
page IV). Thus, cotton has moved into domestic and normal export channels 
to a greater extent than has been true for some other areas, especially the 
Southwest. 

It is not possible to isolate the demand for California cotton as such, 
since substitution is possible between fibers of equal length, grade, and other 
characteristics. Also, various types of cotton may be blended to attain the 
desired characteristics for specific end uses. However, a preliminary comparison 
between prices of California growths and Memphis territory growths at south= 
eastern mill points seems to indicate that quotations within a given grade 
and staple length classification generally did not differ by more than 1/2 cent 
per pound. For 1956, California cotton prices were generally higher and in 
1954 and 1955 were higher in the strict low middling grades but were lower in 


the middling and strict middling grades for specified staple lengths. 


THE DOMESTIC DEMAND FOR COTTON 
The major components of domestic utilization considered here include factors 
affecting the long-run demand for mill consumption of cotton. The year-to-year 
changes in commercial stocks and government~owned stocks are less relevant 
factors in the context of this report. The level of mill consumption of cotton 


fibers depends upon such factors as population levels and composition, personal 
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10 
income, the prices of cotton and competing fibers, and certain changes in 
preference both from the viewpoint of the ultimate consumer and the textile 
mills. In any given year, mill consumption may reflect differences between 
actual and expected levels of demand at the retail level. Thus some fluctuations 
may be due to factors not particularly relevant for long-run considerations--the 
major aim of this report. 

It is important to consider factors affecting (a) the level of demand for 
all fibers, and (b) the share of the market held by cotton. Prices of the 
various fibers are an important factor in the competition among individual fibers, 
but are of less significance in the total demand for all fibers. The value of 
the raw materials (fibers) forms a relatively small percentage of the total 
value of the final good purchased by the consumer. It is fairly well established 
that the demand for all fibers tends to be inelastic with respect to price 


changes .2/ 


Mill Consumption of All Fibers 


During the calendar years 1950-1954, mill consumption of all fibers averaged 
6.5 billion pounds, or roughly double the 1920-1924 level of 3.3 billion pounds. 
The population in the United States increased by over 40 percent during the 
period. In terms of consumption per person, the increase has been from 29.7 to 
41.5 pounds, or an increase of 40 percent. Average mill consumption per person 
during 1925-1929 equaled 32.2 pounds; decreased to 25.8 pounds during 1930-1934; 
increased to 31.5 pounds in 1935-1939; and to a high of 46.0 pounds in 1940-1944 
when military requirements were at a peak. 


1/ See: Lowenstein, Frank and Martin S. Simon, "Analyses of Factors that 
Affect Mill Consumption of Cotton," Agricultural Economics Research (Washington: 
1954) Agricultural Marketing Service, vol. VI, No. 4, pp. 101-110. 
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An analysis by the U. S. Department of Agriculturel/ of domestic mill 
consumption of cotton per capita would indicate that for the period between 
World Wars I and II, a 10 percent increase in real disposable income would 
be associated with roughly a 7 percent increase in cotton mill consumption 
holding constant such factors as trends and level of synthetic fiber production 
and cotton prices. Consumption of total fibers per person has not responded to 
higher levels of income in the past few years, and similarly for cotton. 

Per capita mill consumption of all fibers is given in Table 1 in terms of 
actual pounds (column 1) and cotton equivalent (column 2). Since synthetic 
fibers have assumed an increasingly important proportion of fiber consumption, 
conversion factors have been developed by the U. S. Department of Agriculture 
to present more comparable data. The trend in fiber consumption per person, 
expressed in cotton equivalent, may be compared with the index of real disposable 
income per person in the United States (see Table 1). Between the 1935-1939 
and 1947-1949 periods, per capita real income increased by roughly 45 percent 
and per capita fiber consumption increased by 37 percent, giving a crude 
estimate of income elasticity of 0.8. Taking 1947-1949 as a base period, the 
1954-1956 average income per person increased by roughly 15 percent whereas 
average fiber consumption per person decreased slightly from 42.9 to 42.5 pounds 
per person. Partial explanation of the downward trend may be due to shifts in 
the age-sex composition of the population. This is pointed out as follows2/ + 


"Expenditure data indicate a definite relationship between expenditure and age. 


y/ U. S. Congress, Senate, Various Methods of Supporting the Price of Cotton 
(Washington: Government Printing Office, 1957) (85th Congress, lst session, 
Senate Doc. 12), p. 3l. 


af Agricultural Marketing Service, The Cotton Situation (Washington: 1957) 
U. S. Department of Agriculture CS-173, p. 40. 
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TABLE 1 
Consumption of All Textile Fibers2/ and Real Disposable Income, Per Capita: 


Fibers in Actual and Cotton Equivalent Pounds, and Index of Real Disposable 
Income in 1947=1949 Dollars. Average 1935-1939 and 1947-1949, Annual 1949-1956 


a ST a GN PC AACA SPEC OECD SCE AE PO STOOLS I! OEE SEALS AI ELIS LOOT LEAL IC CS SIE OLLIE LENCE 

Index of real 
} __._ Fiber consumption | disposabbe income | 
i__ Period actual tt i tt 947-1949 dollars 


1947-1949 = 100 | 







‘ial’ 








| 

1935-1939 31.5 31.4 | 69 
1947-1949 41.5 42.9 100 
1949 36.4 38.3 100 
1950 45.0 47.4 | 107 
1951 44.3 47.1 107 
1952 40.9 43.8 i 108 
1953 40.5 43.6 lll 
1954 37.0 40.3 110 
1955 116 

: 


1956 


a/ Include cotton, wool, man-made fiber, flax and silk. 


Source: Lowenstein, Frank and Martin S. Simon, "Textile Fiber 
Consumption in Cotton Equivalent Pounds,” The Cotton 
Situation (Washington: 1957) U. S. Department of 
Agriculture CS-173 p. 41, and Department of Commerce 
income data. 





Also, males and females spend different amounts on apparel. If the population 
estimates are adjusted for these differences, the result being an estimate of 
the number of clothing expenditure units in the U. S., we find that these units 
increased by about 11 percent from 1947 to 1956, while population increased by 
16 percent. In other words, the number of people in the low spending age and 
sex groups increased more rapidly than the number in the high spending groups. 
"This trend may reverse itself in about the next 10 years or sO According 

to population projections by the Bureau of the Census, the high spending group 
may be increasing more rapidly than the low spending groups by 1965 to 1970, 

If this should happen, the downtrend in apparel expenditures per person could 


be reversed." 
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TABLE 2 


Cotton, Man-made, and Other Fibers in Actual and Cotton Equivalent 
Pounds: Percentage Distribution, United States Averages 
1935-1939 and 1947-1949, Annual 1949 to 1956 





Cotton “Man-made fibers | Other fibers a 


rayon and ! noncellulosic |; { j 
t . { 




































{ 
i 
| i acetate i fibers | 
| cotton , cotton | cotton 
| | equiva- | | equiva= equiva- 
il ‘actual , lent i actual 





Average: 



















| 
11935-1939 | 80.7 | 81.1 { 8.2 12.0 | -= | wee eye + (oO | Ana] 68 
| 1947-1949 | 71.1 | 68-7 | 17.2 | 23.7 | 1.2 | 2.0 | 18.3 | 25.6 | 10.5 | 5.7 
1949 qe) ene | ee | eee ae ee ee | eee 
| 1950 io | eer ae | ee | ak PS | a Be |e tn 
| 1951 ‘co ae 18.6 | 24.5 | 2.9 [46 | 2165 | 2901 | Saas age 
; 1952 ee 18.9 | 24.9 | 4.0 , 6.2 | 22.9 | Shel | 5] 40 
| 1953 j 69.0 | 18.9 | 24.9 | 48 | 7.0 | 23:2 | 319 | 768} 401 
| 1954 | 68.8 | ae ie Oe ee ee ee 
| 1955 65.7 | ee | Sere fs tes. | eae | Pes | «6 | 888 
| 1956 | 671 | au) cea | oe. 1200. | Lee |, 2 | 7 | 8.6 
' i 


a/ Primarily wool but also some flax and silk. 


Sources Ibid., p. 49. 
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14 
The Proportionate Share of the Market 

With the introduction of synthetic fibers, the proportionate share of the 
total fiber market taken by cotton fibers has declined. Also there have been 
important changes in the relative importance of various end uses of cotton. 
As to the share of market, this is summarized clearly in Table 2. The non- 
cellulosic fibers, such as nylon and orlon,have taken an increasing proportion 
of the total fiber market in the post-World War II years. The proportion of 
the market taken by rayon and acetate increased sharply between 1935-1939 and 
1947-1949 but the upward trend has tended tolevel off in recent years. The 
share of the market taken by other fides, neiniy wool, has decreased over time. 

Cotton competes with rayon on a price basis, to a greater extent, than 
with the noncellulosic fibers. Comparisons are more meaningful if allowance 
is made for waste in the two fibers, as shown in Table 3. In contrast to the 
pre-war period, rayon prices in 1956 were 7+ cents per pound (usable fiber 
basis) lower than middling 15/16 inch cotton. For August of the 1957 season, 
this differential was reduced to 6-1/3 cents per pound. Lower cotton support 
prices and market prices were accompanied by reductions in rayon prices. The 
possible gains in cotton consumption due to a price reduction depend directly 
on the price policy of rayon producers, since gains would be due mainly to a 
change in the share of the market held by the respective fibers. The direct 
price elasticity of demand for cotton, and for all fibers, is inelastic. 

The relative importance of various end uses of cotton has changed markedly 
even since 1948, McCorab/ indicates that major losses between 1948 and 1956 
were in industrial uses, such as tire cord and in bags, retail price goods, 


LV McCord, Frank A., "The Market Research, Program of the Raw Cotton 
Industry," Textile Market Research Conferenc 57, (Memphis: 1957) 
(National Cotton Council of America), pp. 42-46. 
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TABLE 3 


Rayon and Cotton Prices: Equivalent Prices 
Per Pound of Usable Fiber, United States, 
1930-1934, 1935-1939, 1947-1949, and 1950 to 


1956 

| Year } Rayon | 
' beginning :_ staple ' Middling. . 
' August 1 ‘fiber a/ 15/16 inch b/ | 
- Average: cents cents 
: 1930-1934 "46.83 i ae 
' 19351939 ‘ 286.56 13.37 

1947-1949 | 37.17 39.61 
| 1950 40.95 51.18 
; 1951 ‘ 42.00 47.50 

1952 , 38.86 ; 41.72 ' 
' 1953 + 95,70 40.56 : 
' 1955 34.13 | 41.95 
i 1956 32.29 | 39.79 


j 
i 





a/ Wholesale price of Viscose, 1-1/2 denier. 
Assumes net waste multiplier of 1.05. 


b/ Price of Memphis Territory growths, landed 
group B mill points and assuming net waste 
multiplier of 1.15. 


Sources Agricultural Marketing Service, The Cotton 





Situation (Washington: 1957) U. S. 
Department of Agriculture CS-173, p. 74. 
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16 
electrical insulation, and cordage and twine. The development of high-tenacity 
rayon and nylon has led to the virtual displacement of cotton in tire cord. 
Other competitive losses have been to various nontextiles such as paper for use 
in bags, towels, and napkins and losses to plastics for electrical insulation. 

Gains in apparel and household items tended to more than offset losses 
in industrial uses, Important goods showing increased consumption between 
1948 and 1956 include shirts, sheets, drapery and upholstery fabrics, dresses 
and carpets and rugs. 

In summary, the domestic market for cotton is appraised most realistically 
when consideration is given to various end uses rather than aggregate consumption 
trends. Price is an important factor affecting the substitution between cotton 
and rayon in certain end uses and the amount of blending of these fibers. 
Competition between cotton and the noncellulosic fibers does not depend to 
such an extent on price, but rather on particular properties that are unique 
to these fibers. Population levels and real income per capita are the important 
factors shifting the aggregate demand for cotton and for all fibers. As noted, 
nonfibers such as paper in bags and plastics in electrical insulation have 
become important factors affecting fiber consumption. The market for California 
cotton depends on these same factors. It is felt that improvements are possible 
in processing methods. Also, a reduced susceptibility to neppiness would 
probably increase the present demand based on the highly desired characteristics 


of uniform staple length and fiber strength. 


EXPORT DEMAND FOR U. S. COTTON 
The quantity of cotton exported from the United States depends on various 
demand factors in importing countries, supply response in producing areas, 


government policies here and abroad with respect to price, export subsidies, 
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TABLE 5 


Cotton: Foreign Supply and Disappearance, 1938 and 1945-1956, and Ue Se Department of Agriculture 
Estimates for 1960 Under Two Assumptions as to Domestic and Export Prices 








{ 
(continued on next page.) 


; ; United | | Cotton | | Foreign producti tients 
| Year | pon | States | | Foreign cotton | exported to ee | man-made fiber 
| beginning Foreign | cotton ‘ cotton | Total | ____Sonsumption __—_—-| ~United States or jendang ab cotton 
August 1 stocks ' production exports supply | actual { per capita a/; destroyed stocks \ pounds | equivalent 
million bales | million bales 
| 1938-39 +1307. s«:1749 [ Se8 Sees | 287 5.4 0.3 | 10.9 ‘1,542 404 
{ i H i i 

1945-46 | ite | az ae oe EA ae | “5 17.8 ; G4 | 106 
1946-47 | 1768 . 13.0 | 303 =, -S4eh_ =| 1800 | ie. “4 1509 | 334 | 203 
1947-48 11509 | 1304 | 20 | 2Bees 1- 29a i 24 ee ee: ee | 
1948-49 {1106 | 1443 | 407 | 3006 | 2004 | 443 <5 | 947 [25321 | 306 
1949-50 | Oe? | 1595 | 5.8 | 3120 | 2006 4.5 | 4 | 10.0 1,705 , 406 
| 1950-51 | 1060 | 18.9 | 4el | 3300 +} 2302 4.3 | o4 | 905 |2,266 | 662 
1951-52 | 9S | 213 | 55 | 3663 | 2309 407 02 | 12.2 {2,745 | 7d 
1952—53 ey se lea eB 3 i 390 | 360° | 25a | 467 3 1165 2,476 | 607 
1953-54 ES | 2209 | 3.8 | 3802 | 2743 540 <4 1065 [39038 | 83 
1954-55 10,5 25.0 | 304 | 3869 | 27el 5e3 24 1164 {3,566 | 907 
1955-56 o/ 1le4 | 2540 | 202 | 3826 | 2806 504 “4 966 13,981 1038 
1956-57 o/ | 906 | 2540 | 76 | ate | 4,361 | 11.8 

\ | | | 

USDA estimates | | 

for 1960 with a/ | | | | 

US prices at: | | | 
| 90 percent of |. i | 

parity | | 2603 220 | | 30.3 | 1606 e/ 
75 percent of | ( | | | 

parity 271 4e2 | Le 15-1 e/ 
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Table 5 Continueds 


Agricultural Marketing Service, The Cotton Situation (Washington: 1957) Use Se Department of Agriculture CS—171l, pe 24. 


oe 


Ibides Ps 22. 


Preliminarye 


Ue Se Congress, Senate, Various Methods of Supporting the Price of Cotton (Washington: Government Printing Office, 1957) 


(85th Congress, 1st Session,Senate Document 12), pe 386 


x <. 


Adjusted to agree with revised method of computing cotton equivalent of man-made fibers. 


x 


Sources (except where noted) International Cotton Advisory Committee, World Cotton Statistios (Washington: 1956) Quarterly 
Statistical Bulletin, vole 9, Noe 39 145pe, and Agricultural Marketing Service, The Cotton Situation (Washington: 1957) 
various issues, Us Se Department of Agriculture. 
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19 
barter arrangements, import quotas, and availability of foreign exchange. As 
in the domestic market, synthetic fibers have exerted a tremendous influence 
on the structure of world fiber consumption, trade and production. Signifi- 
cant developments in the world fiber economy are reviewed as background for 


appraisal of the prospective export market for United States cotton. 


Major Markets 


Japan, United Kingdom, Germany, France, and Italy accounted for 74 percent 
of United States exports during the years beginning August, 1935-1939, and 
for 63 percent in 1952-1954, Addition of exports to Canada and "other" 
European countries would include 86 percent of U. S. exports in 1952-1954, The 
level of United States exports averaged 3.4 million bales in 1952-1954 as 
compared with 5.3 million bales in 1935-1939. 

In 1938, about 33 percent of the total raw cotton supplies of the major 
importing countries were exported as manufactured goods. This was reduced to 
about 25 percent of raw cotton supplies exported as manufactured goods in 
1952-1954. Important factors influencing this change include the tendency 
towards greater regional self-sufficiency in fibers and the impact of synthetic 
fiber production. 

Foreign Supply and Distribution 

The broad trends in the foreign supply and distribution of cotton are 
summarized in Table 5. The year beginning August 1, 1938, is taken as the 
pre-World War II base since data are more readily available and reliable for 
this period. However, it is noted that United States exports were unusually 
low in this year, averaging 3.3 million bales as compared with 5.9 million 


bales in the preceding S-year period. The marked increase in cotton consumption 
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20 
abroad has been achieved from foreign production rather than from imports from 
the United States. Consumption per capita regained the 1938 level only in the 
1955 season, as shown in Table 5. 

Foreign production of man-made fibers in 1955 was 2.4 times the 1938 
level. If expressed in terms of cotton equivalent, foreign production in 1955 
was 10.8 million bales, or over 40 percent as large as foreign cotton production. 
This upward trend will undoubtedly continue in the future. The rate of increase 
will depend to some extent on the level of cotton prices. 

Determination of the impact of the price policy for United States cotton 
or foreign cotton and synthetic production is, of course, one of the most 
important and complex problems faced by California and other United States 
cotton producers. Estimates of foreign and domestic cotton and synthetic fiber 
production and consumption were made by the U. S. Department of Agriculture. 
The estimates for 1960 under the restrictive assumptions set forth will be 
discussed in more detail; however, these data are indicated in Table 5 for 
purposes of comparison with past trends. To indicate briefly the difficulty 
of estimates of this nature, assumptions must be introduced as tos: (1) the 
elasticity of supply in major cotton producing countries; (2) the elasticity 
of supply of synthetic fiber production; (3) the level of demand in importing 
countries, that is, population levels, income, etc.; (4) the cross-elasticity 
of demand for cotton and synthetics. Assumptions are indicated for two levels 
of United States prices, namely, 90 percent of parity and 75 percent of parity. 
Price support levels and market prices for recent years are next presented as 
a basis for review of cotton exports in the post-World War II period and under 


the 1956 cotton export program. 
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CCC _ Support Prices 

During the past four seasons, the price of cotton in designated markets 
has averaged slightly higher than the CCC loan rate (see Table 6). In 1950-51, 
the price for 15/16 inch middlings was 13 cents above the loan rate due to 
the demand stimulated by the Korean War. Price ceilings were imposed, and 
foreign prices were generally above domestic levels for comparable grades. 

With several important exceptions, the domestic price has approximated the 
support level for the years since 1933 when the program was initiated. 

Recent changes in the CCC loan rate include the change from the "old" 
to "new" parity formula, as of January 1956, and the introduction of the 
"flexible" support level for the 1956 and 1957 crops. 

For exports, the 1956 export sales program for CCC stocks of cotton intro- 
duced an important change in price policy. The 1956-57 loan rate for middling 
15/16 inch cotton was 31.59 cents per pound. As noted in the Cotton Situation!/ 
most of the export cotton sold at a price slightly over 25 cents a pound, basis 
middling 15/16 inch at average locations. A rough calculation (see Footnote b, 
Table 6) indicates that this price is about 65 percent of parity as contrasted 


to the domestic level of 82.5 percent. 


Prices of United States and Comparable Foreign Growths 
The share of the world export market held by the United States depends 


on price as it affects the supply response from other cotton producing areas, 

and the production of synthetic fibers. However, other important considerations 
include barter arrangements, purchase from nondollar areas in years for which 
total imports of all goods may be limited by importing nations, and other policies 


designed to protect the industry of the importing nation. 


1/ Agricultural Marketing Service, The Cotton Situation (Washington: 1957) 
U. Ss Department of Agriculture CS-167, p. 14. 
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TABLE 6 


Cotton Pricess CCC Loan Rate and Average Market Price, 1949-1957 


Fe A SES eR CE EB Se SEE RO a RE ee, SN 
| ; : Average price H 


' Support = —- CCC_ loan rate in designated 
Year ' Parity level = | at average location markets 
percent of _ for middlings: ~~. for middlings: _ 


| beginning’ Jul 
' August 1 “Va 











parity Tie. 15/16" 18 15/16" is 








cents | percent 

Rep pedo ot so58a. ee 27.23 | 29.43 31.83 ; 32.65 | 
1950S (Sa |. 298 | 27.90 29.45 42.58 43,23 
1951 33.85 90 - 30.46 + 31.71 39.42 39,94 | 

| 1952 1 34,35 90 | 30.91 | 31.96 34.52. 35.33 | 
1953 Sh G20 3 a | 30.80 | 32.70 33.55 34.36 | 
1954 35.09 {| 90 | 31.58 33,23 33.88 35.02 
1955 95582 © 7.200 | 91,70 93.50 (34.55 34.38 35.46 
1956 35.56 | 62.5 29.34 31.59b/ 32.74 32.35b/ 33.53 
1957.36.93 78 | 28.81 - 31.16 32.31 --- oe | 





a/ July immediately preceding the August crop year. 


b/ During the 1956-57 marketing year, CCC sold cotton abroad at a price of a 
little more than 25 cents a pound, basis middling 15/16 inch at average 
location. This is about 6.6 cents lower than the support price and the 
market price. If we calculate a “parity price” for 15/16 inch middling 
of 38.29 cents (derived by dividing the CCC loan rate of 31.59 cents by 
the support level of 82.5 percent) CCC export price would be roughly 65 
percent of this calculated parity level. 


Source: Agricultural Marketing Service, Statistics on Cotton and Related 
Data, 1920-1956 (Washington: Government Printing Office, 1987) 
U. S. Department of Agriculture, Statistical Bulletin No. 99, 
254p., and various issues, The Cotton Situation. 
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Comparisons between foreign cotton prices and comparable United States 
growths are indicated in Table 7 for the seasons 1949-1956. The prices for 
United States and Mexican cotton are net weight prices to give direct compar- 
ability with foreign quotations. Prices are expressed in U. S. cents per pound, 
and thus may not reflect the advantage of purchase from nondollar sources, for 
example. The United States and Mexican prices are averages for designated spot 
markets divided by 0.96 to convert to net weight prices. 

Prices for foreign cotton tended to be lower than comparable United States 
growths, especially in 1955-56. In 1956-57, this relationship was reversed 
for CCC sales prices. A comparison between United States 1-1/32 inch strict 
low middling price at New Orleans and the Mexican Metamoros middling 1-1/32 
inch, delivered at Brownsville, Texas, is indicative of this change. In the 
1955 season, the United States price averaged 4.66 cents above the Mexican 
price, whereas during the 1956 season the CCC price for export cotton was 1.99 
cents below the Mexican price. However, in July and August 1957, the United 
States CCC price was about 0.45 cents higher. 

As noted in the Cotton Situationl/ "The competitive price relationship 
between United States and foreign cotton started with the sale of CCC stocks for 
export at competitive world prices. At that time CCC sales prices for export 
were set so as to be competitive with prices for comparable quality of foreign 
growth. Since then prices for both United States and foreign grown cotton have 
increased, but prices for foreign grown cotton have increased more than prices 
for United States cotton. The reverse was true, however, before the CCC export 
program became effective for all qualities of cotton. In the 1955-56 season, 
United States spot market prices were higher than the foreign spot market prices 
for comparable foreign qualities for five of the six growths." 


1/ Agricultural Marketing Service, The Cotton Situation (Washington: 1957) 
U. S. Department of Agriculture CS-172, p. ll. 
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TABLE 7 


Cotton Prices: Selected Foreign Markets, Including Export Taxes, and Comparable United States Growths, 
Averages for 10 or 14 Spot Markets 1949-1956, Expressed in U. S. Cents Per Pound a/ 





| United , Bombay | United | Karachi + United ;, Ismir ;, United 1 Metomoros; United : Alexandria 
| Year States India ' States | Pakistan States Turkey ' States _ Mexico | States | Egypt 
| beginning ‘SLM Broach = SLM ; 289 Sind. M Acala M iM M - Ashmouni 

August 1 15/16" Vijay | 1" |_Fine 1-1/16" , II __1+1/32" b/ | 1-1/32"__. 1-1/8" _ good 

U,_ S. cents per pound 

| 1949 ‘90.23 | 23.76 | 30.72 | 33.65 | 34.60 | <== — -~ 34.86 | 49,09 c/ 
1950 ‘41.95 39.00 (| 42.51 | 62.39 45.60 --- = --- ' 45.70 |; 74,28 
1951 39.07 40.26 , 39.68 | 52.65 . 42.18 --- ee | == , 42.07 59.60 c/ 
1952 (34.55 32.08 | 35.42 | 34.46 a / ome 38.00 37.15 c/ 
1953 33.44 33.45 c/ 34.31 34.70 ' 36.54 40.87 36.06 ol Bee” STSGS 37.44 
1954 33.74 30.47 | 34.79 | 35.78 37.68 46,27 37.21 | -88e60 ; 38.37 41.17 
1955 33.28 | 26.74 34.41 30.40 38.25 47.74 37.55 | 32.89 | 38.26 41.93 
1956 30.50 |; 27.67 , 31.89 | 28.82 | 36.48 34.80 d/' 34.34 | 30.86 36.54 47.44 
1956 CCC i 
price 23.51 | * 27.92 | 29.47 : 28.87 31.12 
a/ United States and Mexican prices are net weight prices obtained by dividing spot price by 0.96. 


b/ New Orleans. 
c/ Average for less than 12 months. 
d/ Beginning November 1956, spot price less 35 percent export subsidy paid by Turkish government. 


Sources Agricultural Marketing Service, The Cotton Situation (Washington: 1957) various issues,U. S. Department 
of Agriculture, CS-172 and previous issues; Statistics on Cotton and Related Data, 1920-1956 (Washington: 
Government Printing Office, 1957), U. S. Department of Agriculture, Statistical Bulletin No. 99, 254p., 
Cotton Division, Cotton Price Statistics (Memphis: 1957) U. S. Department of Agriculture, vol. 38, No. 13, 
33p3; and International Advisory Committee, World Cotton Statistics, (Washington: 1956) Quarterly 


a 


Statistical Bulletin, vol. 9, No. 3, 145p. 
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Further, "The data used for comparison purposes are spot market prices for 
foreign growths and spot market prices of CCC selling prices for United States 
cotton. Cotton landed in the country of consumption will sell for somewhat 
different prices than the spot market prices. But the relationship shown. . . 
(Table 7) . . . indicate in general the type of relationship between prices for 
United States and foreign grown cotton which prevails or has prevailed in the 
consuming countries." 

The foreign prices include cotton export taxes in some cases. For example, 
the 1954-55 export tax for the Egyptian quotation was the equivalent of 5.88 
United States cents per pound; for the Pakistani quotation, 6.93 cents; and for 
Mexican middling 15/16 inch, about 4.30 cents. It is indicated that the price 
for Acala II in Turkey for the 1956 season is the spot price less a 35 percent 
subsidy paid by their government. If these governments find it desirable to 
maintain export levels with lower world prices, it is possible to lower the 
export taxes without affecting the supply price for their domestic producers. 
The United States support price has been an important factor in determining the 
general level of world prices and in turn the supply response in various foreign 
countries. 

United States Government Programs to Finance Cotton Exports 

Exports of cotton have been financed to a considerable extent by government 
aid in the post-World War II period. These programs (including the Mutual 
Security Act, Public Law 480, and Export-Import Bank Loans) financed 43 percent 
of total exports in 1954-55, 75 percent for 1955-56, and 49 percent for 1956-57. 
Rafler has analyzed the cost of cotton export programs for the 30 months for 


July 1955 to December 1957.2/ The estimated cost under barter arrangements is 


l/ Rafler, Doris D., "Government Financing of Cotton Exports," The Cotton 
Situation, (Washington: 1958) U. S. Department of Agriculture CS-177, pp. 20-23. 


10% 29012q seriaGm toqe e415 eoeoqzud ricaizsqmao tot bseu steb oT" ,tedtxw4 
agtei® betinU ict aeoirg pniifes D0 to esokrq sedrem-joge.-bns edtwore npterot 
' terlwemee mo¥ iles Cilw noltgqnuenos to viinuos ort ak bebrsl acitoD sndsses 


* cworle qid2noitslex aft tu@ .esvttq godtam toge edt nsis eeofiq tnetetiio 


10% 269i2q neewied qidenoitsler to sqys edd [szenep ni oteotbni., .-. (TV sldsT) 


eft ni befteveta eed 10 elisverq doidw aotts 19 MwOLD Npeferot bns estsie bet inv 


" 


sasitinuos pnimvenoco 


tes 


oiqmexs 407" .29283 omoe ni 2exet Foax <a notioa sbuloni -2oairq.npieroY SAT 


$8.¢d to tnelseviups sit esw deren eis netiqyp org tot x6F tto0qQxe Gdenaes edd 


‘ 
. 


60,0 ,noits Jor P inst ited eis x01 sbavoq 29q ened eetsie bertaU 


% 


beisolbai at 41 setnes OE. suods efonk Of\G! pnd Lobim nesizoM 


. 
rae as 


. 


foge sit et nozsee 820!L arid tok. yegauTl, nt : TT slebatxo3 

oni? oSpunnne saad +1 eS nomaz zevop iiss yd wbisq’ ybiedue 

git tewol ci afdigzaoq at aaa ei zov tewol dijiw elevel troqxe atetaFem 
weTaduborq 2! s2emob ateits part shag wlaaue oct pattoetis juoisdiw waxed oaks 
Sasstoqmi ns nesd esd soitq sioqque eotate- bet tnl-edT 

fipsetot? avoirey ni nanedas yigaye edt pe ni bas 2soitq bliow to: fovel’* feraneo 


eeaittavos 
2gtzogxd nostoD sansait ot amarnord tnemntevod estsi2 bat inl! 
tramntevep yd jnetxs eidsrebienoe s oF bsonanti ged ever motto 02-t0 efroqxa 
{sutuM ort -pntbuloant ) emetporg “soanT sboized TI tsW bfroWW-se0q eft ni bis 


jngoteg Eb besonenit (ensod Aned drogml-dicqxd bas ,O8) wal ofl[dud ytoA ysixuoe2 
eTa-d20F tot tasoteq Ch bas ,d@-CECl to} dner1eq EF .ce-hCOL al etroqxe isfot Yo 
10% adtnom O& edd i103 amsxzpc2aq tioqgxe nosseoo to teoo ert basyisns eer xe! te 
‘ei etnemagnssts retted tabau te09 betemtses eAT seer ‘tadms 30% oF eel ylut 


_ . 
ia eee oe i ee ee ee a ee 


notte) sti ".2dtogxd actiod to eatonsaid tnemazevod” ,.G,2isod ,zelteh \E 


-G, eit 
ESOS qq ,VVi-89 otutivatipA to tnemixsqed .2 .U (8¢Ci zaoton ntdestt) ecoideuy £2 





26 
725 million dollars; for Public Law 480, 115 million dollars; and for grants 


mainly under the Mutual Security Act, 150 million dollars, Thus, it is indicated 
that the minimum cost of the cotton export programs during that period totaled 
about 990 million dollars. The value of cotton exports during that period of 

30 months equaled about 1.9 billion dollars. 

The volume of exports for the period since January 1956 has been due, in 
part, to the sale of export of CCC stocks at prices 6=7 cents below the domestic 
price. The cotton sold under the government programs mentioned in the above 
paragraph also had the benefit of this lower price. 

U.S. Department of Agriculture Report on Methods of Supporting Cotton Price 

This report was submitted in January, 1957 and appears as Senate Document 
12,L/ As to levels of exports, it was assumed that there would be no export 
programs other than those in connection with a specific price program. 

The export levels estimated for 1960 were derived as follows :2/ "Estimates 
of exports were made by deducting estimated foreign cotton production from 
estimated foreign cotton consumption. This assumes the United States continues 
to fill the residual share of the foreign market. The estimates of foreign 
consumption and production are, in large part, based upon the judgment of Depart- 
ment of Agriculture specialists. 

"It was assumed that the consumption of cotton per capita abroad would 
increase less than 0.05 of a pound per person per year from 1955 with cotton 
prices at 90 percent of parity. In the light of recent experience this assumption 


is very conservative. Cotton consumption could increase at a more rapid rate. 


1/ United States Congress, Senate, Various Methods of Supporting the Price 
of Cotton (Washington: Government Printing Office, 1957) (85th Congress, lst 
Session, Senate Doc. 12), pp. 27-38. 
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"Man-made fiber consumption was assumed to increase about a tenth of a 
pound per person. With cotton prices at 75 percent of parity, it was assumed 
that man-made fiber consumption would increase at a slightly lower rate than 
it would with cotton prices at 90 percent of parity. The decline in the rate 
of increase of man-made fiber consumption was then added to the rate of increase 
for cotton consumption. The assumptions concerning changes in relative con- 
sumption of cotton and man-made fibers are believed to be conservative. Actual 
changes in the rates of increase in cotton and manemade fiber consumption 
when prices are varied more than 15 percent could be larger than those used in 
the report. 

"Foreign cotton production in 1960 was estimated by Department of Agriculture 
specialists who regularly analyze the cotton situation abroad. The estimates 
show about a 14 percent and 9 percent increase from 1955 under 90 and 75 percent 
of parity prices in the United States, respectively. 

"In addition, changes in stocks of cotton abroad have not been considered 
in export projections. Research has shown that before World War II declines 
in world prices of cotton caused stocks to increase, and declines in consumption 
of cotton abroad caused foreign stocks to increase. During the 1956-57 season, 
some increase in our exports will undoubtedly be caused by an increase in 
cotton stocks abroad from the very low level of August 1, 1956. 

"The estimates of export response . . . (see Table 5) . . . are rough 
approximations. A difference of a tenth of a pound per person in estimated 
consumption abroad in 1960, other factors being the same, would mean a differ- 
ence of more than 0.5 million bales in the estimate of United States exports. 
Relatively small variations in the estimates for one or more of the other 
variables . . . (such as foreign production, as indicated in Table 5)... 


also would mean significant variation in United States exports." 
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The report explored the possible variation in exports under several 
alternative price levels for exports and also for domestic levels. Three of 
these basic price levels for exports are indicated below, with market prices 


relating to 15/16 inch middling cotton at the 1955 level of parity. 


' Percent ] Market prices | Estimated | 
|. o£ based on 1955 exports 

parity parity in 1960 a/ 
| 
a/ Ibid., pe 3l. 


In 1956-57, exports totaled 7.6 million bales, of which 2.7 million 





bales were financed under one of three programs mentioned on page 24. In 
addition, 951 thousand bales were exported under barter operations. Approxi- 
mately 3.8 million bales of cotton were exported under the CCC export program 
at prices approximating 65 percent of parity. The U. S. Department of 
Agriculture analysis of exports assumed nongovernment financing of exports 
other than that associated with a specific price support program. 

The high level of exports of 1956-57 was influenced by the low level of 
stocks held abroad in anticipation of the change in price policy. However, 
this price policy resulted in considerable increase in export levels. Basically, 
sale of CCC stocks at prices lower than those for the domestic market is one 
of several two-price plans that could be introduced. The U. S. Department of 
Agriculture report to the Senate considers several alternative two-price plans, 
including: (1) sale of CCC stocks for exports; (2) cash export subsidy; (3) 
certificate plan and processing tax plan; and (4) an international cotton 
agreement. Also the report examines systems of price support other than two-price 
plans, such as: (1) ninety percent of parity; (2) flexible support price system; 
(3) 75 percent of parity; (4) cotton's own parity; and (5) cotton's own parity 


with efficiency modifier. 
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The last-mentioned plan would introduce an “efficiency modifier" to 
reflect changes in the efficiency of cotton production, Calculations indicateL/ 
that "the quantity of inputs per bale of cotton has decreased at an average rate 
of about 3 percent per year from 1945 to 1955. ... The application of the 
efficiency modifier (1945 = 100) to the old parity price of cotton and to 
cotton's own paritys/ would have reduced the parity price of each substantially 
during most of the years considered . . . (1945-1955) . . . For example, if in 
1955 the efficiency modifier were multiplied by the old parity price and by 
cotton's own parity, respectively, resulting prices would be about 24.2 and 
23.9 cents a pound. Without use of the efficiency modifier, cotton's own 
parity would have been about 34.6 cents in 1955. Old parity in 1955 was 35.1 
cents per pound. 

Limitations of available data complicate the applicability of the efficiency 
modifier or cotton's own parity, especially for years prior to 1945. Also, it 
is noted that choice of a base period drastically affects the resulting price 
level. Also, some method would be required for smoothing out year-to-year 
changes due to abnormal growing conditions, such as the use of a moving average. 
Further, “data to compute the efficiency modifier for the current crop would 
not be available for use in the support price calculation for that crop. 

The use of the preceding year's data might cause a support price to be 
calculated which would reflect more or less change in efficiency than actually 
occurred." 


l/ Ibid., Ppp. 15-17. 


2/ This would be a price support system based on the prices of items used 
in cotton production. Items included were labor, land, planting seed, insec- 
ticides, fertilizer, irrigation water, power and machinery, and ginning. Terms 
not included were management and general overhead. 
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"Use of the efficiency modifier would raise questions as to how gains 
in efficiency should be shared between cotton producers and consumers. Changes 
in the efficiency of cotton production vary among areas and farms, Applica- 
tion of an efficiency modifier that would be based on changes in average 
efficiency would have differential effects on net incomes of cotton producers. 
Many producers who can attain less than average gains in production efficiency 
would be adversely affected. It should be noted, however, that any reduction 
in the national support price which is based on averages or in free market 
prices would also raise severe problems for inefficient producers. This may 
mean that other programs would be needed to assist inefficient producers to 
make adjustments." 

Since Senate Document 12 is available to the interested reader, the 
various support programs will not be spelled out in this report. The alterna- 
tive considered for the above method of support is one for "cotton's own parity 
with 50 percent efficiency modifier." Exports under this plan are estimated 
at 4.3 million bales, or slightly higher than for the 75 percent of parity 
method. For all the methods, except for a support level well below 75 percent 
of parity, it is assumed that it would be necessary to have acreage control, 


which would vary depending on the method of support. 
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Suppl: j Distribution 
' j | i j 
| | I | 
ports | (mill | | { 
Year carry~over, | ' (total ' oon= ' } 
lbeginning , [beginning | |produetion! oi ty less re=, total sump | net | de~- total 
‘August 1 |of season af jorop iexports)! b/ tion | exports | stroyed b/ 
1,000 bales z | 
1923; 2,325 | 10,128 ; 272 | -125725, 5,681 | 5647 | 20 | 11,348 
1924 1,556 | 13,775 | | 303 154638} 6,193 | 7,999 26 | 14,218 
1925 {1,610 | 16,009 | | 314. ,_s«-175933 6,456 | 8,045 {| 50 14,552 
1926 | 3,543 | 17,870 | 362 | 21,794 74190 '10,917 | 70 185177 
1927 | 39762 «Ss! «12,710 =| | 321 | (16,793; 6,834 | 7,529 20 14,383 
1928 =| «2,537. | 14,295 | | 442 17,273’ 7,092 ‘8,038 | 18 155147 
1929. | 2,312 14,539! | 368 , 175219 6,106 ; 6,675 25 | 12,806 
1930 | 4,530 . 13,684 | | 99 | 18,314| 5,263 - 6,757 {| 28 . 12,048 
1931 | 6,370 | 16,693 | 107 23,169! 4,866 8707 {| 62 | 13,635 
1932. | «9,678 12,810 | | 124 22,612} 6,137 | 8,416 , 30 | 14,585 
1933, 816 12,593 | | 137 20,894} 5,700 7,531 40 13,271 
1934 79744 | 9,466 | 107 17,317, 5,361 , 4,767 ==: 30 10,158 
1935 | 7,208 | 10,367 | | 155 17730; 6,351 (5,971 | 35 | 12,357 
1936 + 5,409 . 12,243 | 249 17,901} 7,950 5,433 | 45 13,428 
1937 | 4,499 | 18,267 | | 158 22,924; 5,748 5,595 | 65 | 11,408 
1938 11,533 | 11,602 | , 132 23,268 6,858 3,325 | 66 | 10,249 
1939 13,033 13,376 | 159 24,568 7,784 |! 6,163 | 75 ~~» *:14,022 
1940 110,564 12,268 / 168 —- 23,020, 9,722 11,112 | 70 | 10,904 
1941 12,166 ==: 10,542— ' 282  . 22,050111,170 (1,15 . 30  12,¥5 
1042 —|10,640 | 12,496 | 168 | 23,305/21,100 1,480 60 : 12,640 
1943 {10,657 «11,069 | 129° «+ «21,856 9,943 1,138 , 50 , 11,132 
1944 = 110,744 | 11,924 | 190 225858, 9,568 | 2,007 50} 11,625 
1945 Ia1,264 ' 8,853 | | 343 20,359; 9,163 | sen ' 60 | 12,836 
1946 | 7,326 | 8540 | 35 270 | 165170/10,025 | 3,544 16 13,585 
1947 2,530 + 11,623 26 | 234 | 14,412' 9,354 | 1,968 20 =, 11,342 
1948 3,080 j 14,619 | 30 «163 17,892! 75795 4,748 35 | 12,578 
1949 | «55287 | 15,894 27 | 245 | 215453, 8,852 |5,769 37 14,657 
1950 | 6,846 | 9,848 | 28 | 188 16,010|10,so/ 4,108 27, «14, 653 
1951 | 2,278 15,028 | 40 ! 72 | 17,418: 9,1964/ 5,515 35: «14,746 
1952 | «24789 15,124 | 42 | 193 | 18,149 | 9,4614/' 3,048 50 | 12,559 
1953 | 5,605 16,359 43 142 + 22,149! 8,576 13,760 75 =| 12,411 
1954 | 95728 135544 46:16 | 239464 | 8,841 | 3,445 60 | 12,346 
1955 [11,205 | 14,633 a7 jus | 26,022 9,2108/ 2229 os | 11,424 
19568/ {14529 | 12,978 | 50 , 84 ‘| 27,642) 8,617 | 79593 — | 16,220 


APPENDIX TABLE 1 


Supply and Distribution of All Kinds of Cotton, 
United States, 1923 to Date 
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Appendix Table 1 continued. 

a/ Inoludes ginnings of new crop prior to August 1 end of seasons 

b/ Totals were made before data were rounded to thousands. 

o/ Running bales except “Net imports" which is in bales of 500 poundseach. 
é/ Adjusted to a cotton marketing year basis, August 1-July 31. 


e/ Estimates from Agricultural Marketing Service, The Cotton Situation (Washington: 1957) 
Ue Se Department of Agriculture C5172, 30pe 





Source: Agrioultural Marketing Service, Statistics on Cotton and Related Data, 1920-1956 
(Washington: Government Printing Office, 1957) Ue S» Department of Agriculture 


Statistical Bulletin Noe 99, 254pe 
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APPENDIX TABLE 2 


Stocks of All Cotton: "Free" and Held by CCC, 
United States, August 1, 1923 to Date 








' ee Free stocks CCC 
jat mill other | ‘held 
August 1 /locations! "free"; total stocks a/! Total 





' 1920 

















1921 
' 1922 | 
| 1923 \ { j 
, 1924 | | | 
i 1925 
' 1926 | 1,097 | 2,446 | 3,543 { --- | 3,543 
, 1927 | 1,405 | 2,357 | 3,762 | == 3,762 
+ 1928 | 1,012 | 1,524 | 2,536 | <== | 2,536 
| 1929 1,052 § 1,260 | 2,312 | -=- 2,312 
| 1930 1,183 | 3,347 | 4,530 | --- 4,530 
| 1931 996 | 5,374 | 6,370 | <«- 6,370 
| 1932 1,218 |, 8,460! 9,678 | — 9,678 
, 1933 (1,348 , 6,817 | 8,165 | --- 8,165 
| 1934 | 1,228 | 3,479 | 4,707 | 3,037 7,744 
1935 75 | 392 | 1,381 16,027 7,208 
- 1936 | 897 | 1,275 | 2,172 |3,237 5,409 
' 1937 | 1,286 1,548 | 2,834 [1,665 4,499 
1938 | Ljg62" | 3,307 | 4,569 /6,964 (11,533 
; 1939 862 1,122 | 1,984 1,049 13,033 
| 1940 972 | 859 | 1,831 | 8,733 10,564 | 
' 1941 1,877 | 3,242 | 5,119 | 7,047 12,166 
| 1942 2,252 | 1,731 | 3,983 | 6,657 10,640 
| 1943 2,115 | 3,152 | 5,267 | 5,390 10,657 
| 1944 1,874 | 2,213 | 4,087 {6,657 10,744 
| 1945 1,964 | 2,253 | 4,217 |6,947 11,164 | 
| 1946 | 2,282 . 4,258 | 6,540 | 786 7,326 
| 1947 | 1,406 | 1,069 | 2,475 55 2,530 | 
| 1948 | 1,472 | 1,567 | 3,039 4] 3,080 
| 1949 | "sas | ‘583 , 1,468 | 3,819 5,287 | 
| 1950 11,307 | 1,999 | 3,306 |3,540 6,846 
| 1951 ami |. @26 | 2,199 79 2,278 
| 1952 1,035 1,469 | 2,504 285 2,789 
| 1953 1,492 | 2,114 | 3,606 | 2,000 5,605 | 
| 1954 1,218 | 1,475 | 2,693 17,035 | 9,728 | 
| 1955 1,401 | 1,677 | 3,078 |8,127 [11,205 
! | 


1956 ¢/ 





b/ Running bales. 

c/ Preliminary. 

Agricultural Marketing Service, Statistics on Cotton 
and Related Data, 1920-1956 (Washington: Government 
Printing Office, 1957) U. S. Department of Agricul- 


ture Statistical Bul. No. 99, p. 39 and 106. 


Source: 
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APPENDIX TABLE 3 


Cotton Production, Quantity Placed Under Loan, Quantity Redeemed, and Net Quantity Under Loan, 
United States, and by States, Average for 1952-1956 Seasons 
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